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U.K. Balance of Payments 


The U.K. balance of payments on current account 
showed a surplus of £17 million in the first half of 1955. 
If defense aid of £33 million is excluded, there was a 
deficit of £16 million. These are small residuals in a 
large turnover of payments and, since the accounts con- 
tain a substantial item attributable to “errors and omis- 
sions,” the only general claim that can be made is that 
over-all payments in this period were roughly in balance. 

The current account balance, excluding defense aid, 
has shown a marked deterioration (£157 million) from 
the first half of 1954, when there was a surplus of £141 
million. This change is more than fully accounted for by 
a deterioration in the U.K. position with non-sterling 
countries, which swung from a surplus of £41 million to 
a deficit of £135 million in this period; the deficit with 
the dollar area alone rose from £3 million in the first 
half of 1954 to £110 million in the first half of 1955. The 
current account surplus with the rest of the sterling area 
increased from £100 million to £119 million between the 
two half years. 

Despite a non-sterling deficit, including defense aid, of 
£102 million, gold and dollar reserves fell by only £29 
million. Moreover, total sterling liabilities fell by £68 
million, liabilities to non-sterling countries falling by £51 
million. The explanation lies both in the £71 million 
surplus of the rest of the sterling area with non-sterling 
countries, and in a net inflow of capital to the United 
Kingdom of £22 million—mainly owing to a fall in the 
outflow of U.K. capital to the rest of the sterling area. The 
significance of this net inflow (the first since 1947) should 
not be exaggerated; the “investment and borrowing” 
item includes a positive adjustment of about £100 million, 
which may relate to unidentified current receipts rather 
than to a true inflow of foreign capital. The net move- 


World Coffee Production 


The U.S. Department of Agriculture’s revised estimate 
of world exportable coffee production for the current year 
is 32,736,000 bags. The estimate for the 1955-56 crop, 
which will be marketed in 1956-57, has been reduced 
slightly, to 36,875,000 bags. 


Source: The Wall Street Journal, New York, N.Y., Oc- 
tober 19, 1955. 


ment of recorded capital was small. However, even if 
the estimate of the current surplus is too low, it seems 
probable that—on present indications and taking account 
of seasonal factors—there will be a substantial deficit for 
1955 as a whole, and certainly a larger decline in gold 
reserves. 


Of the £157 million over-all deterioration on current 
account, excluding defense aid, about £90 million was in 
visible trade. The cost of all imports rose by £196 mil- 
lion, A fall from £188 million to £120 million in the net 
surplus on invisible account was due mainly to a decline 
in receipts from shipping and oil transactions. Invisible 
payments also have been increased by higher interest 
rates on overseas-held sterling balances. 


The gold and dollar accounts of the sterling area as a 
whole show that, along with a deterioration in the U.K. 
net balance with the dollar area, from a £49 million sur- 
plus a year ago to a £65 million deficit, the dollar deficit 
of the independent sterling countries, at £58 million, was 
double the deficit in January-June 1954. The latter move- 
ment may partly reflect the financing through London of 
a larger part of South Africa’s dollar deficit, coupled 
with higher sales of gold in London; gold sales by ster- 
ling countries rose from £67 million to £82 million. The 
net dollar surplus of the U.K. colonies, on the other hand, 
increased from £54 million to £60 million. Partly in 
consequence of this, the colonies were the only group to 
which U.K. sterling liabilities were not reduced in the 
first half of 1955; colonial sterling balances rose by £71 
million, to £1,294 million, a total almost three times the 
1945 total. 

Source: The Economist, London, England, October 15, 
1955. 





Europe 
U.K. Foreign Trade in September 


U.K. imports fell sharply in September, and at £304.2 
million they were £35.1 million below the July-August 
average. Exports, at £243.2 million, apparently included 
some shipments held up by the strikes, but were £21 mil- 
lion below the exceptionally high August figure. With 
re-exports at £10.6 million, the visible trade deficit fell 
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by £17.6 million, to £50.5 million. For the first nine 
months of 1955, the visible trade deficit averaged £75.4 
million per month, about £28 million larger than in the 
same period of 1954. 


Source: The Economist, London, England, October 15, 
1955. 


Market Rates in France 


Gold prices on the Paris official free market have risen 
gradually and steadily since the second half of August. 
Before the advance began, a kilogram of gold was quoted 
at 420,000 francs and the Napoleon (20-franc gold piece) 
at slightly less than 2,500 francs. By the end of September 
the quotations had reached 443,000 and 2,800 francs, 
respectively, and on October 14 they were 444,000 and 
2,800 francs. At the same time, the curb rates for hard 
currencies have also risen. The black market rate for the 
dollar rose from roughly 360-365 francs in the first half 
of August to 380-385 francs at the end of September. The 
“security dollar” (i.e., the rate of exchange on the official 
market for securities between 
French residents) advanced from about 396 francs per 
dollar in the first half of August to 441 francs at the 


transactions in dollar 


beginning of October. The rise in market rates seems to 
be the combined result of less stable political developments 
in France and the pressure resulting from investment in 
gold of some French capital repatriated from North 
Africa. 
Sources: Le Monde, Paris, France, August 26, 1955 and 
October 15, 1955; The Wall Street Journal, New 
York, N.Y., October 6, 1955. 


investment in French Steel Industry 


The most important sector of the French steel industry, 
the Groupement de I’Industrie Siderurgique (GIS), has 
floated a loan of 21.5 billion francs (US$61 million). The 
maturity is 25 years, the interest rate is 54 per cent, and 
the issue price is 99%4. The first two issues of the 
GIS were a 6 per cent 8 billion franc loan in 1953 and a 
6 per cent 20 billion franc loan in 1954. The maturity 
of both issues was 20 years, and the issue price was 99. 
The less lenient terms in 1955 point to the improvement 
of the French capital market and to the stronger position 
of the steel industry in France. 

A significant development connected with the loan is 
that it indicates a shift in the investment pattern of the 
steel industry. Up to now, the major investment expendi- 
ture had been in rolling steel mills and other equipment 
for semifinished or finished steel products. The new trend 
is to increase the capacity of blast furnaces in order to 
reach by 1960 a target of 17 million tons capacity. Steel 
output in France (Saar excluded) was 10.5 million tons 
in 1954, and it will probably be 12.5 million tons in 1955. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Octo- 

ber 14, 1955. 
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Loan of Belgian Highways Fund 


The Highways Fund which was recently created in 
Belgium (see this News Survey, Vol. VIII, p. 82) is 
issuing a 10-year 414 per cent loan at 97 per cent for a 
total amount of BF 2.5 billion (US$50 million). The 
interest and amortization payments are substantially 
higher than those of the last Belgian Treasury loan of 
April 1955 (a 20-year 4 per cent loan issued at 95.5 
per cent). 

Source: La Libre Belgique, Brussels, Belgium, October 15, 
1955. 


New Type of Bank Deposit in the Netherlands 


As of November 15, 1955 the Amsterdamsche Bank 
will issue at par f. 25 million (US$6.6 million) worth of 
3 per cent 7-year “deposit bonds.” This type of “deposit” 
is an innovation in the history of Netherlands commercial 
banking; traditionally there have been only sight deposits 
and time deposits (i.e., liabilities payable only on notice 
of one year or less). Savings deposits, which in some 
other countries play an important role, never have taken 
firm root in Netherlands banking. The Amsterdamsche 
Bank states that the reasons for the new issue are the 
increase in bank advances to private enterprises in the 
recent past and the need for the banks to acquire funds 
that can be loaned at somewhat longer maturities than has 
hitherto been usual. 

Press comments note that, so far, most bank advances 
have been of a short-term character, at least from a legal 
point of view. In view of the fact that small and medium- 
sized enterprises have had no direct access to the capital 
market, however, many bank advances have actually be- 
come of a longer-term character, and the present issue is. 
seen as an attempt to adjust the bank liability structure 
to this situation. 

Press comments also note that the issue would seem to 
be in conformity with views recently expressed by the 
Netherlands Bank, that for monetary reasons it would 
be desirable if credit for installment buying and invest- 
ment purposes were shifted to the capital market to 
a greater extent. 


Sources: De Maasbode, Rotterdam, Netherlands, Octo- 
ber 13 and 15, 1955. 


Danish Liberalization of Dollar Imports 


As part of the planned liberalization of Danish dollar 
imports (see this News Survey, Vol. VIII, p. 126), a con- 
siderable number of imports are expected to be exempted 
from licensing requirements by November 1. In the 
meantime, licenses for these imports will be granted 
liberally. The imports affected include motor vehicle 
spare parts, office machinery, oilcake, rice, soybeans, 
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undressed hides and skins, and other items previously 

liberalized for importation from other EPU countries. 

Source: The Journal of Commerce, New York, N. Y.., 
October 19, 1955. 


Polish Debts to Sweden 


Under a long-term agreement concluded in 1947, 
Sweden extended a credit of SKr 360 million (US$70 mil- 
lion) to Poland, which was later raised to SKr 390 mil- 
lion. By the spring of 1955, SKr 340 million of this 
debt had been repaid. A further SKr 20 million will be 
repaid in the year ending April 1956, and the remainder 
will be settled in installments of about SKr 10 million 
a year. 

Poland has also received since the war Swedish Gov- 
ernment credits of SKr 122 million for the purchase of 
machinery, raw materials, and horses. In 1949 it was 
agreed that repayment of the outstanding credit would 
be made at the rate of SKr 13 million a year during the 
period 1951-55. The last payment was made in Sep- 
tember 1955. 

The arrangement made in 1949 also provided for the 
payment by Poland of SKr 116 million in respect of 
compensation for nationalized property and other prewar 
claims, in addition to SKr 30 million under special ar- 
rangement with certain Swedish industrial concerns. Of 
the former amount, SKr 110 million was due to the 
Swedish Match Company ; repayments, which have fluctu- 
ated sharply owing to changes in the value of Swedish 
imports of coal, totaled SKr 38 million by the end of 
1954. Under the special agreement with Swedish indus- 
tries, Poland pays about SKr 3 million a year. 

Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 
ber 7, 1955. 


Lower Finnish Timber Prices 


An indication of the price trend for timber is usually 
given by the auction sales in September of each year 
when the Finnish Government sells part of the timber 
from its forests. In September of this year, 12.09 million 
cubic feet were sold at an average price of Fmk 103.4 
per cubic foot. This price is 14.3 per cent lower than 
the average obtained last year. 

Source: Hufvudstadsbladet, Helsinki, Finland, October 1, 
1955. 


Finnish Exports of Plywood fo the United States 


At the conclusion of an investigation by the U.S. Treas- 
ury, concerning complaints by U.S. producers that Fin- 
nish exporters have been selling plywood at less than fair 
prices, U.S. customs offices were instructed to appraise 
entries of Finnish plywood without regard to any question 
of dumping. The value of Finnish exports of plywood 
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to the United States rose from $60,000 in 1950 to $3.3 

million in 1954. 

Source: Hufvudstadsbladet, Helsinki, Finland, October 7, 
1955. 


Bank of Finland's Financing of Metal Exports 


The interest-free advances of the Bank of Finland, 
made in accordance with an agreement with the State 
Bank of the U.S.S.R., have been paid in installments 
between the date of conclusion of the delivery contract 
and the final delivery date. The problem of arranging 
these advances on a different basis has been discussed, 
but no change has yut been agreed. 

The point of view of the Bank of Finland is that these 
advances, which total about Fmk 8 billion (US$35 mil- 
lion), represent credits granted to foreign purchasers to 
cover payments due in Finland, and thus they are com- 
parable to export credits. In the Bank’s view, such credits 
should be financed with real savings or government 
resources. At present, the advances have an inflationary 
effect and run counter to the tight money policy of the 
Bank of Finland. 

Source: Hufvudstadsbladet, Helsinki, Finland, October 7, 
1955. 


Unemployment in Western Germany 


For the first time since the currency reform in 1948, 
unemployment in Western Germany fell below the half 
million mark in September, when 494,994 persons were 
unemployed. The figure for September 1954 had been 
822,000. The number unemployed in West Berlin in 
September 1955 was 115,861. 

Employment in Western Germany rose to 17.8 million 
in September of this year, exceeding by 972,000 the 
number employed in September 1954. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, October 6, 1955. 


Exports and Imports of West German Chemical Industry 


A shift in West German exports of chemical products 
from Europe to overseas countries took place between 
1954 and 1955. North and Central America, as well as 
Asia, account for this shift; exports to South America 
decreased. In the first six months of 1955, total exports of 
the industry, the second largest in Western Germany, 
reached DM 1,673 million, an increase of 18 per cent 
over exports in the first half of 1954. The relative 
increase in imports of chemical goods was almost twice 
that for exports. Imports rose by 35 per cent (DM 570 
million), semifinished and finished products accounting 
largely for the expansion. 


Source: Handelsblatt, Diisseldorf, 
ber 28, 1955. 


Germany, Septem- 








136 


INTERNATIONAL FINANCIAL News Survey, October 21, 1955 





West Berlin Trade 


The most important trade partner of West Berlin is 
the Federal Republic of Germany. In 1954, 59 per cent 
of West Berlin’s products were sold in the Federal Repub- 
lic, 10 per cent were exported, | per cent was sold to 
East Berlin and the East German Zone, and 30 per cent 
remained within West Berlin. The value of goods sent 
from West Berlin to the Federal Republic increased 
rapidly, from slightly over DM 1 billion in 1950 to 
DM 2.6 billion in 1954 and DM 1.5 billion in the first half 
of 1955. Goods sent from the Federal Republic to West 
Berlin in 1954 amounted to DM 3.9 billion, 38 per cent 


of which consisted of food products and lumber. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, September 20, 1955. 


Middle East 


Purchasing Power Guarantees for Israeli Bonds 


Three recent issues of Israeli securities have involved 
guarantees of value to be attained by pegging the issues 
to one form or another of a basic measure of value. 
The nominal value of 1£5,500,000 worth of bonds issued 
by the Palestine Electric Corporation in which the 
Government recently acquired a majority holding—will 
be pegged, at the choice of the investor, to either the 
official rate of exchange for the dollar or the official 
cost of living index. An 8 per cent bond issue of 
[£250,000 by Mehadrin, Israel’s leading citrus develop- 
ment company, may from 1958 be exchanged for either 
citrus groves or for common stock. Another 8 per cent 
bond issue of [£500,000 by the Israel-Rasco Investment 
Co. may be converted into common stock during 1956-60, 
or into ready-for-occupancy apartments in 1957 and 1958. 
Source: Israel Economic Horizons, New York, N. Y.., 

October 1955. 


Far East 
Indian Tea Export Duty 


The Government of India has fixed the price of tea 
for determining export duty at Rs 3-9-6 (7544 U.S, cents) 
per pound, effective immediately, compared with Rs 2-12-8 
(585. cents) per pound in force since September 1, 1955. 
Accordingly, the export duty will be increased by 2 annas 
(2% cents) per pound, to 8 annas (104% cents) per 
pound. A decision has been taken to limit to 40,000 
chests weekly the quantity of tea offered at the Calcutta 
export auctions for a period of one month. 


Source: The Financial Times, London, England, Octo- 
ber 3, 1955. 


Indian Sugar Production 


During the current season, which ends October 31, 
India has achieved a new production record of 1,586,000 
tons of refined sugar. This is 586,000 tons more than 
output in 1953-54 and exceeds the previous record, at- 
tained in 1951-52, by 87,000 tons. According to a 
Government of India press release, the carry-over at the 
end of the current season will be nearly 500,000 tons. 
This year’s production has enabled the Government to 
stop further purchases of sugar from abroad. Indian 
sugar imports in 1953-54 amounted to 763,000 tons. It 
is estimated that this year’s sugar imports, including 
shipments effected under earlier commitments, will be 
about 600,000 tons. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, October 1, 1955. 


Ceylon-China Rubber Price Agreement 


The price of 27d. per pound for Ceylonese rubber in 
1955, which had been agreed by Ceylon and Mainland 
China (see this News Survey, Vol. VII, p. 161), has 
been revised. Under the new arrangement, China will pay 
Ceylon 27d. per pound if the average Singapore monthly 
price is below 22d. A premium of 5d. will be paid if the 
Singapore price averages between 22d. and 34d.; of 4d. 
if the price averages between 35d. and 39d.; and of 3d. 
if the price is above 40d. The new price scale is retro- 
active for rubber shipments made since June 1, 1955. 
Source: The Financial Times, London, England, Octo- 

ber 12, 1955. 


Burma's Debt to India 


According to the Indian Minister of Finance, the 
balance of Burma’s partition debt to India is -to be 
written off as financial assistance to Burma under the 
Colombo Plan. The total amount to be liquidated is 
approximately Rs 44 million (US$9.2 million). The 
minister also stated that a Burmese mission had arrived 
in New Delhi to discuss the terms of the Indian loan and 
credit to Burma (see this News Survey, Vol. VIII, p. 113). 
Source: The Times of India, Bombay, India, October 1, 

1955. 


Thailand's Measures fo Conserve Foreign Exchange 


To decrease government expenditures of foreign ex- 
change, the Thai Cabinet has decided that officials will be 
sent abroad only to attend international meetings for 
which there are allowances in the budget and allotments 
by the Ministry of Foreign Affairs, or when a Ministry 
considers that the travel is necessary and uses its baht 
allotments to obtain foreign exchange in the open market. 
Foreign exchange at official rates will no longer be 


provided to organizations or individuals. Regulations 








have been abrogated under which officials receiving funds 
from an international organization or a foreign govern- 
ment for travel abroad have been permitted to obtain 
foreign exchange at the official rate up to a total equal 
to US$200. In addition, government organizations, such 
as the Government Tobacco Monopoly, are to be ordered 
to stop purchasing automobiles for the use of high govern- 
ment officials. 


Source: The Bangkok Post, Bangkok, Thailand, Au- 
gust 11, 1955. 


Promotion of Rubber Production in Thailand 


The Ministry of Agriculture of Thailand has drawn 
up the following plans to promote rubber production: 
(1) demonstrating rubber production by a method that 
permits the space between each rubber tree to be used 
for the cultivation of other kinds of plants, which will 
enable owners to earn extra income and will help them 
when rubber prices decline; (2) building of two small 
rubber factories at Haad Yai and Chandburi, with rubber 
pressing machinery and equipment for the production of 
rubber sheets; (3) teaching rubber planters how to tap 
rubber trees to obtain the maximum latex production; 
(4) providing equipment for rubber production at lower 
prices; and (5) encouraging small rubber planters to 
organize rubber cooperatives. (See also this News Survey, 
Vol. VIII, p. 70.) 

Source: Bank of Thailand, Economic and Financial News 
Survey (in Thai), Bangkok, Thailand, July 1955. 


Exchange and Banking Policy in Vietnam 


The Governor of the National Bank of Vietnam has 
stated that after October 31, when the exchange of bank- 
notes (see this News Survey, Vol. VIII, p. 121) is to 
be completed, each of the states of Indo-China will have 
its independent currency and will fix its exchange rate 
by its own authority. The conventional parity with the 
French franc will be maintained until December 31, as 
the French authorities have agreed to purchase the 
piastres required for military expenditure at the rate of 
10 francs to the piastre. After that date Vietnam will be 
able to decide unilaterally the value of the piastre in 
relation to the franc. The new piastre will have the same 
backing in francs and foreign exchange as its predecessor, 
and its value will depend essentially on the condition of 
Vietnam’s commercial balance. The Governor was of 
the opinion that, in view of the aid received from the 
United States and the economic development of Vietnam, 
favorable conditions would develop for the gradual im- 
provement of the value of the piastre in international 
markets. 


With a view to ensuring independence for credit op- 
erations, which at present are almost entirely in the hands 
of Frenchmen, the creation of a département des affairs 
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within the National Bank is contemplated. This depart- 

ment would function independently, but would benefit 

from the support of the Bank, thus being in a position 

to take risks greater than those now taken by private 

credit establishments. 

Source: Marchés Coloniaux du Monde, Paris, France, 
October 1, 1955. 


Taiwan's New Tax Rebates 


In order to promote export sales of industrial products, 
the Executive Yuan of the Chinese Nationalist Govern- 
ment adopted on July 21 regulations for the rebate of 
taxes on export products. Under these regulations, manu- 
facturers of exported products who have surrendered to 
appointed banks the foreign exchange received from the 
exports may apply for a rebate of the taxes levied on the 
raw materials used, provided the quality of their products 
conforms with the demand of international markets. 
The taxes on which rebates will be made will be limited 
to the import customs duty, the defense tax on foreign 
exchange settlements on imports, and the commodity tax. 
To receive a rebate of the import customs duty, manufac- 
turers must show that the raw materials used in the 
manufacture of the export products have to be imported, 
and that the import duty paid on the imported raw 
materials is equivalent to more than 2.5 per cent of the 
total production cost of the export product. 

Measures have been taken in the past to refund the 
tax on raw materials used in producing export products, 
but they have been disorganized and not well coordinated. 
The Minister of Finance has stressed that, upon the im- 
plementation of the new regulations, there may be 
temporary decreases in tax revenues, but that the long- 
term benefits—to be derived from harbor dues, the rev- 
enue stamp tax, the business tax, and the income tax 
levied on products processed from imported raw mate- 
rials—will more than offset the initial tax losses. 


Source: Economic Stabilization Board, Chih Yu Chung 


Kuo Chih Kung Yeh (Industry of Free China), 
Taipei, Taiwan, August 1955. 


United States and Canada 


U.S. National Income 


National income in the United States in the second 
quarter of 1955, after seasonal adjustment, was at an 
annual rate of $321 billion, a record figure. The second 
quarter rate was $9 billion, or 3 per cent, above the 
rate in the first quarter. For all major types of income, 
the rate this year exceeded that in 1954. Compensation 
of employees in the second quarter was $13 billion above 
the low point in the first quarter of 1954. Corporate 
profits reached a rate of $42 billion, almost $11 billion 
higher than their low point in the final quarter of 1953. 
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The largest increase in profits from the first half of 
1954 to the corresponding period this year was in manu- 
facturing, transportation, and mining, the industries most 
affected by the 1953-54 recession; profits in these indus- 
tries rose by 30-50 per cent. The increase in proprietors’ 
and rental income has been moderate, since the income 
rise for business and professional proprietors was largely 
offset by a decline in earnings of farmers. 

Source: The Journal of Commerce, New York, N. Y., 

October 17, 1955. 


Credit Control in the United States 


Recent developments in the United States have indi- 
cated the need for direct restraints upon mortgage lend- 
ing. Administration policy has favored the principle of 
over-all, indirect credit control rather than selective or 
direet controls to avoid undue economic fluctuations. In 
the case of mortgage credit, however, direct restraints 
have been applied to limit the abnormal demand for this 
type of credit. Outstanding mortgage debt rose by almost 
$9 billion during the first half of this year, compared 
with a rise of $5 billion in the first half of 1954. More- 
over, the increase this year has been accelerating at a 
very rapid rate. Since the volume of savings available 
for mortgage lending tends to be inelastic, increased 
borrowing can be absorbed only through the use of bank 
credit. To limit this type of borrowing, the Administra- 
tion has raised down-payment requirements and shortened 
maturities for VA-guaranteed and FHA-insured mort- 
gages; it has urged commercial banks to limit ware- 
housing of mortgages for other lenders; and it has in- 
structed the Federal Home Loan Banks to require that 
savings and loan associations limit new mortgage lending 
to their inflow of funds, to avoid further increases in 
their borrowings from the Home Loan Banks. These 
direct controls appear to be taking effect. New housing 
starts declined in September, and prospects are favorable 
that the demand for mortgage credit will soon be brought 
more closely into line with the volume of savings. 
Source: The Journal of Commerce, New York, N. Y., 

October 19, 1955. 


U.S. Imports 


The value of U.S. imports in August was $958.9 mil- 
lion, which is greater than in any previous month in 
1955, except March, and exceeded the 1954 monthly 
average by $108 million. Imports for the eight-month 
period, January-August 1955, were $7,351.5 million, 7 per 
cent more than in the first eight months of 1954. Imports 
of metals and manufactures rose from $157.6 million in 
July to $188.7 million in August, largely because of 
increased imports of iron ore, copper, aluminum, and 
lead. There were also increased imports of newsprint, 
paper base stock and sawmill products, petroleum prod- 


ucts, and crude rubber. Imports of machinery and 


vehicles were less than in July. 
Source: The Journal of Commerce, New York, N. Y., 
October 19, 1955. 


Canadian Exchange Rate 


The Canadian exchange rate, which had remained 
relatively steady around Can$1.00 = US$1.015 from 
March through August of this year, has since declined 
slowly. On October 19, the closing rate was at parity, 
sales during the day having been concluded at a small 
discount for the first time in 3% years. According to 
press comment, the weakness reflects mainly a slackening 
of the inflow of U.S. capital to Canada, while the current 
account deficit may be increased this year by heavier 
dividend remittances. U.S. mutual fund purchases of 
Canadian securities have slackened recently, and some 
U.S. investors are reported to have sold Canadian securi- 
ties following the decline in the stock market. Owing to 
the narrowing of the spread between long-term interest 
rates in the two countries, the U. S. capital market does 
not at present attract Canadian borrowers, and recently 
some Canadian short-term funds have moved to New 
York. According to some reports, a factor in the ex- 
change rate decline has been the purchase of U.S. dollars 
by the Canadian Government, presumably in preparation 
for the redemption in January 1956 of a $48 million 
31 per cent loan payable in U.S. dollars. 

Sources: The Wall Street Journal, October 14, 1955, and 
The Journal of Commerce, October 20, 1955, 
New York, N. Y.; The Financial Post, Toronto, 
Canada, October 15, 1955; Board of Governors 
of The Federal Reserve System, Federal Reserve 
Bulletin, Washington, D. C. 


Increase of Canadian Discount Rate 


On October 12 the Bank of Canada raised its discount 
rate from 2 per cent to 2144 per cent. The previous in- 
crease, from 11% per cent to 2 per cent, was made in 
August (see this News Survey, Vol. VIII, p. 56). There 
was no official explanation of the recent increase, but 
press comment drew attention to the recent expansion of 
bank credit and to reports of a movement of short-term 
funds from Canada to New York. 


Source: The Wall Street Journal, New York, N. Y., 
October 14, 1955. 


Canadian Bank Merger 


The amalgamation of the Imperial Bank of Canada and 
Barclays Bank (Canada) is planned for November. The 
proposal has been approved by the Minister of Finance 
but requires the consent of shareholders in the two in- 
stitutions. The Imperial Bank has at present assets of 
Can$772 million and 250 branches, while Barclays has 
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assets of Can$37 million and 6 branches. It is expected 
that a close association with the Barclays London group 
will improve the competitive position of the Imperial 
Bank, which at present has no branches outside Canada. 
The Imperial Bank will continue to trade under its 
present name, ranking both before and after the amalga- 
mation as the sixth largest bank in Canada. The proposed 
merger will reduce the number of chartered banks in 
Canada from 10 to 9, the last previous amalgamation, 
between the Bank of Toronto and the Dominion Bank, 
having taken place in November 1954. 

Source: The Financial Post, Toronto, Canada, October 15, 

1955. 


Latin America 


Mexican Tourist and Travel Receipts 


Mexico’s net receipts from tourists and travelers did 
not change significantly during the five-year period, 
1950-54. The favorable balance in 1950, equivalent to 
US$156.1 million, was sufficient to offset the merchandise 
deficit in that year, but in each subsequent year it has 
fallen considerably short of this figure. Net receipts in 
1954 were $163.6 million. 


Earnings from travelers in the interior of Mexico—to 
which the term “tourist trade” is applied—have tended 
to fall, from $117 million in 1950 to $87.6 million in 
1954, but receipts from local cross-frontier visits have 
increased steadily, from $121.9 million to $249.2 million. 
Mexican expenditures on local visits have increased at 
the same time, from $76.5 million to $162.4 million. For 
every dollar received from foreign travelers in 1950, 
$0.346 was spent by Mexicans on travel abroad. The 
corresponding figure for 1954 was $0,514. 

Source: Banco Nacional de México, $.A., Review of the 
Economic Situation of Mexico, Mexico, D. F.., 
September 1955. 


Economic Trends in Honduras 


The Central Bank of Honduras reports that the ade- 
quacy of the measures taken by the Government to re- 
habilitate the economy was demonstrated by the increased 
economic activity in June. International reserves have 
increased and fiscal surpluses have been attained. Agricul- 
tural yields have improved and the depressive tendencies 
of the early months of the year have been checked. The 
Government has closely watched the inflationary pressures 
felt during recent months and has enforced appropriate 
measures to alleviate this situation. There is now every 
indication that these pressures will soon cease. 


Source: Central Bank of Honduras, Monthly Report for 


June 1955 (Mimeographed) , Tegucigalpa, Hon- 
duras. 


Bolivia-U.S. Investment Guaranty Agreement 


The Bolivian Government has agreed to cooperate in 
the U.S. Government’s investment guaranty program in 
order to attract foreign capital investment in the develop- 
ment of Bolivia’s resources. Under the investment insur- 
ance program, new investments and additions to existing 
investments would be insured against the possible inability 
to convert foreign currency receipts into dollars and 
against losses resulting from expropriation or confiscation. 


Bolivia is potentially rich in minerals, e.g., iron, lead, 
gold, zinc, and many other metals with new industrial 
uses. The iron ore deposits in the Mutun area in south- 
east Bolivia are considered among the largest in the 
world. As an inducement to foreign private capital 
investment, the Bolivian Government has granted special 
tax exemptions to investment in the mining industry 
during the first year of commercial operations; further- 
more, there are no restrictions upon foreign ownership 
of property in Bolivia and the Government will not inter- 
fere in labor negotiations. 


Source: American Metal Market, New York, N. Y., Sep- 
tember 27, 1955. 


Changes in Ecuador's Restrictive System 


The Monetary Board of the Ecuadoran Central Bank 
has reduced the advance deposit requirement for certain 
official market imports from 30 per cent of the c.i.f. value, 
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which has been applicable to all official market imports 
(List I) since July 22, 1955, to 15 per cent. The Board 
has also authorized the Central Bank to exempt from any 
advance deposit requirement imports of capital goods 


which are made to order and when a period longer than 
eight months is involved. On the other hand, the Board 
has decided to prohibit the importation of a list of com- 
modities formerly included in Import List II, iie., free 


market imports. These measures became effective on 
September 29, 1955. 


The items whose importation is prohibited are mostly 
foodstuffs (bacon and ham, fish, fruits, flour other than 
wheat flour, pastes, and pastries), certain items that are 
competitive with domestically produced goods (leather 
goods, furniture, soap, postcards and other printed mat- 
ter, bricks, tiles and certain earthernware, and glassware), 
and specified luxury items, such as silk textiles, laces, 
furs, and specified metal utensils. 

The official market imports that are subject to only 
15 per cent advance deposit requirements are agricultural 
machinery, tractors, motors, electrical machinery and 
spare parts, agricultural tools and implements, workshop 
tools, seeds, fertilizers, disinfectants, certain chemicals 
and medicines, certain industrial and edible oils, and cer- 
tain textile materials, such as cotton fibres and cotton 
yarns. 


Source: El Comercio, Quito, Ecuador, October 1, 1955. 


Other Countries 


Australian Overseas Loan 


A Can$15 million issue in Canada by the Australian 
Government of 4 per cent Commonwealth of Australia 
bonds was completely subscribed. The bonds were issued 
at 984%, to yield 4.13 per cent. They will mature on 
November 1, 1970; commencing November 1, 1957, Aus- 
tralia will pay annually into a sinking fund a sum sufficient 
to retire $500,000 of the principal amount. This is the 
first security issue ever undertaken by another govern- 
ment in Canada. 


Source: The Financial Post, Toronto, Canada, October 8, 
1955. 


Reserve Ratio Policy in New Zealand 


In a statement presented to the Royal Commission on 
Monetary, Banking, and Credit Systems, the Reserve Bank 
of New Zealand comments upon the changes which have 
been made several times since August 1952 in the mini- 
mum cash balances that the trading banks are required 
to maintain at the Reserve Bank. It is not the level of the 
reserve which counts, the statement points out, but the 
margin of free cash left in the hands of the banks. Since 
the banks’ Reserve Bank balances fluctuate considerably, 


a policy which aims at leaving the banks with a more or 
less constant amount of free cash requires frequent 
changes in the reserve ratios. A rise in the ratios there- 
fore does not necessarily mean a tightening of policy, 
or a reduction, an easing of policy. 


Source: Reserve Bank of New Zealand, Bulletin, Welling- 
ton, New Zealand, July 1955. 


Dollar Capital Remittances from New Zealand 


The New Zealand Minister of Finance stated on July 29 
that the Reserve Bank of New Zealand would in future 
be prepared to consider for approved projects applications 
for the repatriation of capital and capital gains to the 
dollar area on the basis of the treatment being accorded 
at the time to interest, profits, and dividends. The re- 
mittance of interest, profits, and dividends earned by 
overseas investors requires the formal approval of the 
Reserve Bank, which hitherto has not normally been given 
to remittances to the dollar area. 


Source: The New Zealand Herald, Auckland, New Zea- 
land, July 30, 1955. 


South African Gold and Uranium Output 


After a further increase of 16,735 fine ounces in 
August, South African gold output declined in September 
by 20,048 fine ounces, to 1,246,912 ounces. The number 
of natives employed at the gold niiges was 308,617 in 
September, against 313,721 in August of this year and 
302,688 in September 1954, 


The value of exports of prescribed materials under 
the Atomic Energy Act amounted to £12.5 million in the 
first half of 1955, compared with £5.8 million in the 
first half of 1954. 


Sources: Cape Times, Cape Town, Union of South Africa, 
September 16, 1955; The Financial Times, Lon- 
don, England, October 11, 1955. 
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